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they got a $1 billion windfall from the government forgiving their PPP
loans.

Craig Harris USA TODAY
Published 5:01 AM PDT Mar. 20, 2022 | Updated 6:30 AM PDT Mar. 23, 2022

merica's charter schools received at least a $1 billion windfall during the
pandemic, an unneeded cash infusion for most from a federal program intended

to bail out struggling small businesses, USA TODAY has found.

More than 1,000 of the publicly funded but privately operated schools that educate a fraction
of U.S. children jumped at the chance to collect forgivable loans up to $10 million after
Congress created the Paycheck Protection Program in March 2020.

The hastily launched program was designed to save small businesses during the pandemic by

helping them cover employee salaries and other costs.

While more than 90% of all eligible businesses across the country took the roughly $800
billion in loan allocations, charter schools were among the first to get the money — ahead of
mom-and-pop shops and minority-owned companies — during the early days of the crisis
when the economy was cratering and many business owners scrambled to get a financial

lifeline.

And charter schools were uniquely positioned to get the loans — even though they continually
received funding from taxes, just like traditional public schools. But unlike those schools,
which educate the vast majority of American children, charters qualified for what would

eventually become pots of free money because they are considered a business.
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Did charter schools need PPP money?
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Carol Corbett Burris, executive director of the Network for Public Education Foundation
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received the money, according to a January 2022 paper by the National

Bureau of Economic Research (NBER) in Cambridge, Massachusetts.

Charter school advocates said operators were entitled to the loans, which
ranged from $150,746 to $9.8 million, because they are technically private Carol Corbett

businesses. Burris

"Funding is always difficult to secure but was even more challenging during the

pandemic,” said Nina Rees, president and CEO of the National Alliance for Public Charter

Schools.

Rees added that charter schools typically receive less public funding than traditional school
districts and Congress intended for them to get the money because of "the special nature of

these unique public schools."
Critics have a different view.

A congresswoman who has monitored the program said that while the schools may have done
nothing legally wrong, their decisions to take the money were "terrible." And one
superintendent who leads an inner-city San Diego charter operation said that despite the
legality, the behavior was unethical because financially strong charter businesses took money

from those truly in need.
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"At the time PPP became available, we had not suffered financially," said David Sciarretta,

superintendent of the Albert Einstein Academies, which has 1,450 students from kindergarten

to eighth grade at two San Diego campuses. "I saw PPP as a way to help small businesses,
especially those in the service sector. ... There is a fiscal way to look at it, and there's a moral

and ethical way to look at it."

While Sciarretta declined to call out specifics schools, USA TODAY found, for example, that at
least 14 affiliates of the California-based charter chain Knowledge Is Power Program (KIPP)

took a collective $28.4 million in loans and had them forgiven at locations around the U.S.

Its national headquarters in San Francisco, meanwhile, saw its bottom line swell 56% to $75

million during the first year of the pandemic.
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Source: U.S. Small Business Administration
Craig Harris and Doug Caruso | USA TODAY

'They didn't need the money'
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The SBA and Treasury prioritized speed over scrutiny, and it's
no secret that has led us to many issues.

U.S. Rep. Judy Chu, D-California
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That email came shortly after U.S. Rep. Judy Chu, a California Democrat on the House Small

Business Committee that has oversight of the SBA, began putting pressure on the agency to

publish additional data on loan forgiveness on all small businesses.

The goal was to see how much money went for payroll and job retention amid a new study

finding most of the money went into the pockets of business owners. President Joe Biden also

has promised to crack down on those who improperly obtained COVID-19 relief money.

In the early days of the pandemic, media attention forced some well-funded companies such

as the Los Angeles Lakers and Shake Shack, which took a combined $14.6 million in loans, to

give the money back.

Chu in a phone interview said she was shocked and alarmed with USA TODAY's charter
school findings and would urge the SBA to examine potential financial abuses in that

industry.
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months before getting their loans.

A University of Texas study found more than 15% of the nearly 12 million loans distributed to

businesses had at least one indication of potential fraud with a total cost to taxpayers of $76

billion. The report outlines how borrowers, including criminals, could create fake

companies, headcounts and salaries to capture a slice of the pandemic assistance, facilitated

by the largely automated review of "fintech" lenders.

The story continues after the graphic.
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Small portion of PPP saved jobs
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Did charter school students benefit?
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records only show that the extra money went to more than 1,100 operators, and most of those

businesses run a chain of schools.

Rees, of the National Alliance for Public Charter Schools, said the schools, on
average, receive 70% of the public funding from local and state taxes that goes
to traditional district schools, forcing charter operators to raise additional

funds to cover rent, maintenance and utilities.

"PPP loans were a lifeline for charter schools, enabling them to pivot quickly

Nina Rees,
president and

laptops, Wi-Fi hotspots, and additional teacher and staff training," Rees said. =~ CEO of the

to absorb the extra expenditures related to the pandemic such as providing

National
S . . . Alliance for
Rees, whose organization had its $680,182 loan forgiven, said she had no Public
problem with Primavera, headquartered in Chandler, Arizona, paying (S:hr?rtelr
chools

millions in shareholder distributions while also having its loan forgiven.

66

Two facts can co-exist. The school may have needed the PPP
loan and the management company may have earned a
dividend for its overall business performance. They are not the
same.

Nina Rees, president and CEO of the National Alliance for Public Charter Schools

TWEET FaceBooK  f LnkeDin (@D

"Two facts can coexist," she said. "The school may have needed the PPP loan and the
management company may have earned a dividend for its overall business performance. They

are not the same."
Chu, the California congresswoman, disagrees.

She said it was not the intent of the loan program for companies to give away millions of

dollars to shareholders.
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USA TODAY's findings
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What's next?
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Aliya Sabharwal, campaign manager for Americans for Financial Reform
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to shame everyone who needed to be shamed."

However, Chu said she has been assured by SBA officials that they have begun working
through a massive backlog of fraud tips for the entire PPP loan program and are working with

the Department of Justice.

"They have gotten thousands of tips," Chu said. "It tells me that many feel there could have

been some underhanded businesses with loans."

Have a tip on business or investigative stories? Reach the reporter at
craig.harris@usatoday.com or 602-509-3613 or on Twitter @CraigHarrisUSAT

or linkedin.com/in/craig-harris-70024030/

Coming soon

¢ A small San Diego charter school chain that caters to low-income children could
have used a PPP loan, but school leaders decided to turn it down for ethical
reasons.

e The KIPP Foundation made $27 million during COVID, so why did taxpayers pick up
a near identical tab in PPP loans?
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